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On Aug. 2 at a forum organized for both houses of Congress, US experts on debt and finance,
and a former Colombian finance minister warned congresspersons of the dangers inherent in
continued failure to provide debt relief to Third World nations. The foreign debt burden of Third
World nations is now estimated at about $1.2 trillion. Rodrigo Botero, former Colombian Finance
Minister, said that an important aspect of the debt crisis is the high political cost Latin American
democracies are paying to keep current on foreign debt obligations in the context of a stagnant and
even hostile world market environment. These actions, he added, cannot be ignored by creditor
nations, nor can they continue indefinitely without serious negative consequences on democratic
institutions. Botero, a researcher at Harvard's Center of International Relations, pointed out
developments that indicate a tendency toward radicalization of the debt problem. He mentioned
the broad popular support obtained in the recent Mexican elections by Cuauhtemoc Cardenas,
who called for suspension of debt payments. Another example of the "radicalization" tendency,
said Botero, is Carlos Menem, Peronist presidential candidate in the upcoming Argentine elections.
Menem has promised that, if elected, he will request that the national congress approve a five-year
unilateral moratorium on the foreign debt. James D. Robinson, president of American Express,
said that the first priority should be adequate funds made available for investments in economic
development. He emphasized that this means the multi-billion dollar net resource transfer from
the Third World to rich nations in effect since 1983 must be reversed. According to Robinson, this
phenomenon only weakens democratic regimes. Sen. Paul Sarbanes, who acted as coordinator
of the presentations, said he welcomed the comments of the experts. According to Sarbanes, the
US Treasury Department opposes a serious study of the debt problem performed by Congress for
fear of encouraging the debtor nations to expect relief without implementing economic reforms,
among other things. Eugene Rotberg, executive vice president of Merrill Lynch and Co., said he
disagreed with the Treasury's analysis. Instead, said Rothberg, absence of action by Congress could
be interpreted by debtor nations as a signal of its indifference. The Merrill Lynch executive asserted
that the establishment of an international debt and development institute is necessary at this time.
The institute, he said, would be an independent entity with the capability of purchasing Third World
debt at a discount, and providing benefits to debtors in the form of reduced interest payments. Such
an institute could be a joint enterprise of the World Bank and the International Monetary Fund. A
total of 151 governments are shareholders in the two institutions. The US holds the largest number
of votes of any single shareholder. (Basic data from AP, 08/02/88)
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